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SOCHI — The country's banks could lose about 350 billion rubles (S12 billion) in the event of a
serious debt shock in the euro zone, but stress tests show that they would withstand the blow,
a Central Bank official said.

The tests showed that exposure to foreign assets was low relative to the overall size
of domestic bank portfolios, said Sergei Moiseyev, deputy head of the bank's financial
stability.

The comments appeared after European politicians rejected an International Monetary Fund
call for banks to raise up to 200 billion euros ($290 billion) in new capital to prevent a new
world recession.

"In the event of a serious shock in Europe, losses for Russian banks would be smaller than
their annual profits, which would help them cover losses stemming from market risks,"
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Moiseyev said in comments embargoed for release on Monday, based on tests carried out
at the end of the first half of the year.

As of July 1, Russian banks held 452 billion rubles in foreign bonds, just over 10 percent
of their fixed-income portfolios, the tests showed. They owned 8.3 billion rubles of foreign
stocks, a little more than 1 percent of their share holdings.

He did not give a breakdown by region.

Europe's top bankers were meeting in Frankfurt on Monday to share insights on whether
the latest sovereign debt crisis squall could turn into a financial market storm.

"We see the main threat not from the United States but from European markets ... in terms
of market risks on securities holdings," Moiseyev said.

Russian banks earned over 500 billion rubles in the first seven months of 2011, edging closer
to last year's level of 570 billion, meaning that the lenders have enough cash to cover
potential losses, he said the tests showed.

Losses on banks' entire bond portfolios under the stress test scenario would reach 290 billion
rubles, or 6.8 percent. Foreign losses would reach 10 percent, or 45 billion rubles, according
to Moiseyev.

Banks would lose 8.7 percent on their entire stock portfolios, or 61 billion rubles. Of that,
losses on foreign stocks would be 1.2 billion rubles, representing a loss of 14.5 percent.

Moiseyev said a 10 percent fall in European stocks would translate into losses of at least 8
percent on Russian stocks.

Russia's benchmark MICEX Index has lost 13 percent since the beginning of August, while
FTSEurofirst 300 was down 14 percent.

European banks that are considered to be at risk from a major debt shock, Moiseyev said, own
only four lenders among Russia's 1,000 plus banks.

"There is enough liquidity at the moment — a little less than 13 percent of overall assets.
The Central Bank is ready to inject over 3 trillion rubles via repo auctions [if needed]," he said.

The Central Bank uses repo auctions to support liquidity in the banking sector, with the tool
popular among banks that do not have sufficient credit lines with their peers.

Pavel Gurin, chairman of Raiffeisenbank in Russia, died Monday, Bloomberg reported. The
bank’s supervisory board will meet soon to discuss a successor to Gurin, who had headed the
lender since September 2008.
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